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RTURN RECmn TED

Land-Glo,L.L.C.
Charles Michael Callais, Registered Agent
1300 N. Alex Phusance Blvd.
Golden Meadow. LA 70357

APR 2 1 2005

RE: MURS652

o Dear Mr. Callais:

On April 5,2005, the Federal Election Commission found that there is reason to believe
Land-Glo, LX.C., violated 2 U.S.C. § 441b(a)f a provision of the Federal Election Campaign Act
of 1971. as amended ("the Act"), by making $4,000 in corporate contributions to Terrell for
Senate. This rinding was based upon information ascertained in the normal course of carrying
out its supervisory responsibilities. See 2 U.S.C. § 437g(aX2). The Audit Report, which more
fully explains the Commission's finding, is attached for your information.

You may submit any factual or legal materials that you believe are relevant to the
Commission's consideration of this matter. Please submit such materials to the General
Counsel's Office within 15 days of your receipt of this letter. Where appropriate, statements
should be submitted under oath. In the absence of additional information, the Commission may
find probable cause to believe that a violation has occiund^jj^^ff^ffj^^^^

Please note that you have a legal obligation to preserve all documents, records and
materials relating to this matter until such time as you are notified that the Commission has
closed its file in this matter. See 18 U.S.C. § 1519.
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Requests for extensions of time will not be routinely granted. Requests must be made in
writing at least five days prior to the due date of the response and specific good cause must be
demonstrated. Li addition, the Office of the General Counsel ordinarily will not give extensions
beyond 20 days.

If you intend to be represented by counsel in this matter, please advise the Commission
by completing the enclosed form stating the name, address, and telephone number of such
counsel, and authorizing such counsel to receive any notifications and other communications

m from the Commission.
'f This matter will remain confidential in accordance with 2 U.S.C. §§ 437g(aX4)(B) and
^J 437g(aX12XA), unless you notify the Commission in writing that you wish the investigation to
,H be made public.

^ For your information, we have attached a brief description of the Commission's
^ procedures for handling possible violations of the ACL If you have any questions, please contact
O Jack A. Gould, the attorney assigned to this matter, at (202) 694-1650.

Sincerely,

Scott E. Thomas
Chairman

Enclosures
Audit Report
Procedures
Designation of Counsel Form



Report of the
Audit Division on
Terrell for Senate
July 19.2002 - December 31,2002
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Why the Audit
Was Done
Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
inquired to file reports
under the Federal
Election Campaign Act
(the Act). Hie
Commission generally
conducts such audits
when a committee
appcan not to have net
the threshold
lecjuuements for
substantial compliance
with the Act1 The audit
determines whether the

Mnmitu uplied with
the limitations,
prohibitions and
disclosure requirements
of the Act

Future Action
The Commission may
initiate an enforcement
action, at a l
with respect to any of the
matters discussed in this
report

About the Committee (p. 2)
Terrell for Senate (TFS) is the principal campaign committee for
Suzanne Haik Terrell, Republican candidate for the U.S. Senate
from the state of Louisiana, and is headquartered in Alexandria,
Virginia. For more information, see the chart on the Campaign
Organization, p«2.

Financial Activity (p. 2)

o From Individuals
o Rom Political Party Committees
o Rom Other Political Committees
o Transfers from Other Authorized

Committees
o Loans-Made or Guaranteed by the

Candidate
o Totai Receipts

o Total Operating* Other

$2.532.544
154.726
665.149
420,500

300.000

$4,072^19

$3,721,155

(P-3) .
Receipt of Prohibited Corporate Contributions (Finding 1)

• Receipt of Contributions that Exceed Limits (Finding 2)
• Receipt of Bank Loin (Finding 3)
• Misstatement of Financial Activity (Finding 4)
• Failure to Itemize Contributions from Individuals (Finding 5)
• Failure to Itemize Contributions from Political Committees

(Finding 6)
• Disclosure of Proceeds from Joint Fundraising Activity

(Finding 7)
• Disclosure of Occupation and Name of Employer (Finding 8)
• Failure to Hie 48-Hour Notices (Finding 9)

^^•ndUxiaB03 and jtoctumn

2US.C|43S<b).
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Parti
Background
Authority for Audit I
Thii report ii bind on an audit of Terrell for Senile (IPS), undertaken by the Audit
Diviiion of the Federal Election Commission (the Commission) in accordance with the
Federal Election Campaign Art ofl971, as aro^^ The Audit Division
conducted the audit pursuant to 2 UAC. HMQO, which pennits the Commission to
conduct HNtttiind field investigations of any poUtical committee that is requixed to file a ;
report under 2 U.S.C. |434. Prior to conducting any audit under this subsection, the
Commission must perform an internal review of reports filed by selected committees to
determine if the reports filed by a particular committee meet the threshold requirements
for substantial compliance with the Act 2 U.S.C. 9438(b).

Scope of Audit
Following Commission approved procedures, the Audit naff evaluated various factors
and as a result, this aiufi t examined:
1. The receipt of excessive contributions and loans.
2. The receipt of contribution ftom prohibited sources.
3. The disclosure of contributions received.
4. The consistency between reported figures and bank records.
5. The completeness of records.
6. Othei committee operations necessary to the review.

Changes to the Law
On March 27,2002, President Bush signed into law the Bipartisan Campaign Reform Act
of2Q02(BCRA). The BCRA contains many substantial and technical changes to the
federal campaign finance law. Most of the changes became effective November 6,2002.
Except for the period November 7,2002, through December 31,2002t the period covered
by this audit pre-datesdwse changes. Therefore, the statutory and regulatory
requirements cited in this report are primarily those that were in effect prior to November
7.2001
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PartH
Overview of Campaign

Campaign Organisation

Y^BMBm^k^^M^AlS) Y^^A^MmtUPUfmtUm WHB
• Date of Registration
• Audit Coverage

Headauarten

Banklnfomiition
• Bank Depositories
• Bank AocounU

Treasurer
• Treasurer When Audit Was Conducted

• Treasurer Durifut Period Covered by Audit

A ^L evieiSAtfejftBM MPVM ST eMMeVSMAM BJMMeMVAA flKAMniSftB1

• Uied Commonly Available Campaign
Manageoient sofiwaie Package

• Who Handled Accounting, Recoidkeepi ng
Taski and other Day-to-Day Operations

Terrell for Senate
July 16. 2002
July 19, 2002 - December 31, 2002

Alexandria. Vintaria

1
1 Checking, 1 Money Manager (Savings)

Bryan Blades (Starting March 31. 2003)
Justin Schmidt (Staitmi December 22. 2003)
Cliff Newlin

No
Yea

Vita Levantino - Consultant

Uverview oz nnanciai ,
f Audited Amoimtsri

Cash on hand 0 July 19. 2002
Receipts

o Prom Individuals
o Ftom Political Party Committees
o From Other Potitictl Committees
o Trsnsfers from Other Authorized Committees
o Loans -Made or Chiannteed by the Candidate

Total Recefaits
Total Operatlni and Other Disbursements
Cash on hand • December 31, 2002

Activity

$0

$2,532.544
154.726
665.149
420.500
300.000

$4072419
$3.721.155

$351,764



Partm
Summaries
The interim audit report (IAR) was forwarded to TFS for response on May 21,2004. The
Audit staff contacted counsel for the committee and verified receipt of the report The
response was due on June 23,2004. TFS requested and received a 15-day extension to
July 8,2004 to respond to the IAR. On JuJy 20.20W, TFS submitted (draft) amended
reports for the Audit staff's review prior to filing them with the Commission. Our review
indicated the amendments were deficient; materially resolving only two of the findings.
Thuinfonnationwu relayed to TFS representatives via ̂ ^ TPS
representatives indicated they are working on a response. To date, no further response
hat been received; nor amended reports filed with the Commission. -• * •.

and Rcconixnenclatlons

Finding 1. Receipt of Prohibited Corporate Contributions
TFS received 65 prohibited contributions totaling $64,600 from 47 different Limited
Uability Companies (LLCs) and corporate entities. The Audit staff recommended that
TFS either provide evidence that these ccfltributic^ were riot tnim prohibited sources or
refund the $64,600. (For more detail, see p. 5)

Finding 2. Receipt of Contribotiona that Exceed Limits
A review of contributions from individuals and political committees identified 541
contributions, totaling $552,773, which exceeded the contribution limits. In tome
instances the contributions were solicited after trie electicti to which they relate but there
were insufficient nee debts to allow TFS to keep the contribution. The Audit staff
recommended that TFS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552,773. (For more detail, see p. 7)

Findings. Receipt of Bank Loan
The Candidate loaned TFS $101,000 from the proceeds of a bank loan. The Audit staff
was unable to determine if the bank perfected its security interest in collateral for the
loan, The Audit staff recommended that TPS provide documentation to show the loan
was property secured. (For more detail, see p. 10)

Finding4. MisaUtement of Financial Activity
TFS misstated receipts, disbursements, and the endmg cash balance during 2002. The
Audit suff recommended that TFS arrierid itt repom to conect the misstalernents.
(For more detail, see p. 12)



Findings. Failure to Itemise Contributions from
Individuals
A sample test of contribution revealed chat TFS did not itemize 15% of the contributions
from individuals on Schedule! A is required. The Audit itiff recommended that TFS file
amended Schedules A, by reporting period, to disclose conributions not previously
itemized. (For move detiil, tee p. 13)

Finding 6. Faflure to I temixe Contributions from Political
Committees
TFS did not itemize 80 contributions totaling $134.597 received from political •

>*-< committees. The Audit stiff recommended that TFS file amended Schedules A
& disclosing the contributions not previously itemized. (For more detail, see p. 14)
'M

"I] Finding?. Disclosure of Proceeds from Joint Fundraising
r\j Activity
^ TFS failed to property disclose the receipt of net proceeds from joint fundnising activity
*? with Louisiana Victory 2002 Fund and Tenell Victory Conunittec. The Audit stiff
£> recommended that TFS file amended reports to correctly disclose these receipts. (Bar

more detail, see p. 15)

Finding 8* Disclosure of Occupation and Name of
Employer
TFS did not adequately disclose occupation and/or naine of employer infbnnation for
1,173 contributions from individuals totaling $812.585. In addition, TFS did not'
demonstrste.best efforts to obtain, maintain and submit the information. The Audit staff
ice nrmniMded thai TTOdthenpiDvid^docimM^
made to obtain the missing information or contact each contributor lacking the
information, submit evidence of such contact, and disclose any information received in
amended reports. (For more detail, aee p. 16)

Finding 9. Failure to File 48-Hour Notices
TFS failed to file 48-hour notices for 77 contributions totaling $106.1*00. The Audit staff
recommended that TFS provide evidence that 48-hour nonces were timely filed.
CPor more detail, see p. 17)



Part IV
Findings and Recommendations

The following findings were discussed with the TFS* representative tt the exit
conference. Appropriate woriqupen ami supporting sdiedules

The interim audit report (IAR) was forwarded to ITS for response on May 21,2004. The
Audit staff contacted counsel far the committee ind verified receipt of the report The
response was due on June 23,2004. TTC requested and received a 15-day extension to
July 8.2004 to respond to the IAR. On Jdy 20,2W. TFS submitted (di^)aineT^
reports lor the Audit staff's review prior to filing them wi th the Commission. Our re view
indicated the amendments were deficient; materially resolving only two of the findings.
TWsinfbnnatwn was relayed to IPS repieseirt^ves via emaU on J^ TFS
representatives indicatBd they ire working on • response. To dale, no further response
hat been received; nor amended reports filed with the Commission.

[Finding 1. Receipt of Prohibited Corporate Contributions |

TFS received 65 prohibited contributions totaling $64,6(X) from 47 Limited Liability
Companies (UjCs) and corporate entities. The Audit staff recommended that TTCdther
provide evidence that these contributions were not flirom prohibited sowcea or refund the
$64,600.

A. ItodptrffrohlbltedGmtrilratta
contributions (in the form of money, in-kind contributions or loans):
1. In the name of another; or
2. From trie treasury funds of the fdtowmg prohibited sources:

• Corporations (this means any incorporated organization, including a non-itock
corporation, an incorporated membership organization, and an incorporated
cooperative);

• Labor Organizations;
• National Banks;
2 U.S.C. «441b, 441c, 441e, and 441f.

B. Deilidtkm of United UabOityO»ipuy. A limited liability company (LLC)i» a
bustness entity recognized as an LUC under the laws of the state in which it was
established. 11CFR «110.1(gXl).

C AppUcatlonofUmlti«ndProhlbltloiiitoIXCO>ntributloi^ A contribution
from an T3-^ is subject to contribution limits and prohibitions, depending on several
factors, as explained below.



• LLC as Pttlnenhip. The contribution Ucoimdered a contribution from a
partnership if the LLC chooses to be treated as a iMrtnershipuiider Internal Revenue
Service (IRS) tax ndes,cr if it imtoiio choice^ A
contribution by a partnership is attribiiled to each partner m
hershsreofdiepaimenhipnrafiis. HCFR|fllO.[(eXl)and(gX2).

• IJX^uCorponUloB. The contiibiition is considered a cocporite contribution
is barred under the Act—if the LLC chooses to be tinated as a corporation under IRS
rulM,wifitsshsresaretf*dedpuWicly. UCFR§110.1(gX3).

• UX: wttiiSmgle Member. TtecttrtributionU
|1[ stogleiixtividualifthelJLCisasin^^
^ u a corporation under IRS rules. UCFR§110.1(gX4).

"! D. LtaitodUaWltty Company'sRejponsib^
the time it makes a contribution, an LLC must notify the radpiem committee:
• That it is eligible to make the contribution; and .. .
• u the case of uIljC that considen itself a rmm^

owtributionsiKxild be attributed anwng the 1^ HCFRftll0.1(gX5).

E. Questionable Contributions. Ifacormnitteeiecdvesaccfltributionthatappeanto
be prohibited (a questioiabte contribution), it must follow the procedures below:

1. WithmlOo^afiermetieasiiicriecdvestheques
committee must dtticn
• Return the contribution to the contributor without depositing it; or
• Deposit the contribution (and follow the steps below). HCFRftl03J(bXl).

2. If the committee deposits the questioiisbleccfltribution, it may not spend the
fuiKb and must be preptied to refund them. It must therefore maintain sufficient
funds lo mate the refunds or establish a separate account in a campaign
depository for possibly illegal contributions. 11CFR $103300(4).

3. Ti»e committee raiist keep s written record explamingw^^
be prohibited and must include this mfcnnation when reporting the receipt of the
contribution. 11 CFR$i03.3(bX5).

4. WitWn30d^ysofthetiBasuitrisiecdptcftfieqiiesti«iao^
committee must make at least one written or oral request for evidence that the
contribution is legal. Evidence of legality includes, for example, a written
statement from the contributor explaining why the contribution is legal or an oral
explanation mat is rscoided by the coom^ 11CFR
1103.3(0X1).

5. Within these 30 days, the committee must either.
• Confirm the legality of the contribution; or
• Refund the contribution to the contributor and note the refund on the report

covering the period in which the refund was made. 11 CFR§103.3(bXl).



Facts and Analysis
A review of contributions received tiy ll^ resulted m the ideiitificaiion of 65 pn)lubited
contributions from 47 different corporate entities totaling $64,600.* Of these prohibited
contributions:

• TFS reed veddhectly 46 prohibited coiirî
these, 27 contributions, totaling $32,750, were from LLCs but lacked the
necessary documentation to establish that contributing entities are not treated as
corporations for tax purposes, and 19, totaling $10,6̂ . were from corporate
entities. During the course of the aitft, 715 provided photocopies of letten,
dated August. 2003, sent to the corporate entities that were returned by the
(xmuibuton acknowledging their coipoittesta^ Three of the letters were
retained to TTO as umfeUvenbfe. Amber, the Audi staff contacted the
appropriate Secretary of State's office to conn^ the corporate status for the 19
contributions from corporate entities. None of the contributions have been
-aft,—.iarileranueu.

• In addition, TFS received 19 contributions from limited liability companies,
totaling $21,200, as pan of a transfer of proceeds from a Joint fundraiser
conducted by the Louisiana Victory 2002 Amd. As with the other contributions
from LLCs, TFS records did not contain any notifications from these contributors
stating they were eligible to make such a contribution.

At the exit conference, the Audit staff provided ITS n^iresefiuaives with a schedule of
the prohibited contributions. As pan of documentation submitted subsequent to the exit
conference, TFS representatives confinned that the 46 contributioiis ($43,400) received
were from prohibited sources. They further indicated that letters will be sent relative to
the other 19 contributions received from LLCs requesting their IRS filing status.

Interim Audit Report Rucommandatlon
The Audit staff recommended that TFS provide evidence that the 19 contributions
($21,2(X))iecdved as part of proceeds nm a joint fim^ Absent
such evidence, TTO should have refund the $64,600 in contnlmtions and provided copies
(from ami bade) of esch negotiated refund check. If funds were not available to make the
necessary refunds, the amounts due shouki have been diwlosed on Schedule D (Debts
and Obligations) until funds become available to make the refunds.

| Finding 2. Receipt of Contributions that Efccced Lfanits |

A review of contributions from individuals and political committees identified S41
contributions, totaling $552,773. which exceeded the.contribution limits.. In some
instances the contributions were solicited after the election to which they relate but there
2 IfioneofihepoiifbleprolHbiledeoarilmtim
deteiiuiaed 10 hive u IRS filing Mint of partnership and no longer prohibited, the Audit staff will
•veJimc then tt pojiiblc CTippiii'f contribution!
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were insufficient net debts to allow TFS to keep the contribution. The Audit staff
recommended that TFS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552.773.

Legal Standard
A. Authoriaad CnrnmlMia) Limto. An authorized conmittee nay not receive more
than a total of $1,000 per election from any one person or $5^XX> per election from a
multicandidate political committee. 2 U.S.C. f |441i(aXlXA). (2XA) and (ft 11CFR
ttll0.1(a) and (b)and 110.9(a).

B. Hsnollni Ctatrlbota If s committee receives a
|JJ contribution that appears to be excessive, the committee must either
,.j • Return the questionable check to the donor, or
^, • Deposit the check into its federal account and:

o Keep enough money hi the account to cover all potential refunds; .
o Keep a written record explaining why the contribution may be illegal;
o Include this explanation on schedule A if the contribution has to be itemized

before its legality is established;
o Seakaieattribiitionoraiedesignata

instructions provided hi Commission regulations (see below for explanations
of reattribution and redesignation); and

o tf the committee does 1101 leoeive
within 60 days after receiving the excessive contribution, refund the excessive
portion to the donor. 11 CFR«1033<bX3),(4)and(5)and
110.1(kX3XUXB).

C Dmtriliiitions to Retire Debts. If an authorized candidate committee hat net debts
outstanding after an election is over, a campaign may accept contributions after the
election to retire the debts provided that:
• The contribution is designated for that election (since an undesignated contribution

made after an election counts toward the limit for the candidate's upcoming election);
• The contribution does not exceed the contributor's limit for the'designated election;

and
• The canipaignhMrtet debts outstanding for the designated

receives the contribution. llOFR$110.1(bX3Xi)«nd(iii).

D. Revised Regulations Applied. The Commission recently adopted new regulations
that allow committees greater latitude to designate contributions to different elections and
to reattribute contributions to joint account holders and has decided to apply these
regulations to current matters. The Audit staff has evaluated the excessive contributions
discussed below using the new regulations.

Ms. Terrell participated in three elections in 2002; a primary that consisted of filing the
necessary papers to qualify for the general election ballot, a general election, and because
IK> candidate lecdvedimro roan 50% of the vote in te A



review of contribution from individual! and political committees identified 541
contributioni, totaling $SS2,773I, that exceeded the contributioii limits for the primary,
general or nmoff elections, u some ora the contribiitioiu were ivcd ved after an
election at a time when the Audit staff determined there were no net debts outstanding.
The Audit stiff noted that a significant portion of these excessive contributions resulted
from TFS receiving $3,000 contributions from contributors ate the general election.

TFS did not have net debts outstanding. The Audit staff identified certain contributor
checks dated and reed ved subsequent to the primary election that were designated by

u> the contributors for that election. TFS received 70 such contributions totaling
at $115,500. These contributioni were not later redesignated by the contributor to
rM another election and should have been refunded. In addition, one excessive
>"< contribution for $1,000 was reed ved prior to the primary, which could neither be
r-i reattributed nor redesignated.
<M

5; • AsofNovember5(2002tthedateofthegeiieralelecticaftte
£ thatTrehadnetdebttOJtstaiidragof$157^02. The Audit staff identified
^ contributions totaUng $430.750 received after the general election some of which
,sj were designated spedfically for the genend election and some of which were

undesignated, excessive portions of lunnrfr contributions that could be applied to
general election debt These contributions were applied to the general debt in
chronological order until the debt was exhausted. A review of the remaining
contributions determined that TPS iced ved 6^ contributions designated for the
^•M^^^^M! .^l^h^^l^ft^ •••kX^^aV ^h .̂«*AA^^*4t S)k^ •^^h4^B^^ta» ^fe^h^hfll^ktfl AMfe ^^^Aa^K fllV^ ^^^ J^k^A^general ciccuon, wnicn exceeiieo me amouni necoeo n reure me net OMXS
outstanding for the general election by a total of $68398. The remaining
undesigMted, excessive run^ccxuri^
election debt are included in the excessive run-off contributions discussed below.

• The Audit staff determhied that TFS had received 398 excessive contributions
totaling $367,875 relative to the runoff election. These excessive contributions were
all received prior to December 7, 2002, the date of the runoff election.

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the excessive contributions noted above. TTOivpitsentativei had no comment.
Subsequent to the exit conference, TFS stated that they lack suffitiem cash on hand to
make the refunds but would amend its reports to include all excessive contributions a»
debts on Schedule D.

Interim Audit Report Recommendi
The Audit ttMf fggoninigndedthat TFS:
• Provide evidence that the identified contributions were either not excessive or were

applicable to a net debt outstanding for a particular election; or

* Hie Awttt sttfTi SMly* of TFS MOM balances through the end of tfwaudh period todkatediufficieni
i were maintained so did coatributiom derigmted far • pmknlv election were not wed for earlier
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• Refund $552,773 and provide evidence of su<& refunds (copies of tte from and back
of the cancelled checks); and

• tffun& were not ivailabte to mate
its reports to reflect the amounts to be leiunded as debts on Schedule D (Debts and
Obligations Excluding Loans) until funds be(xme available to nuu^ the nrfunds.

| Finding 3. Receipt of Bank Loan |

The Candidate loaned TFS $101,000 from the pioceeds of a bank loan. The Audit staff
was unable to determine if the bank perfect its security interest in coHateral for the
loan. The Audit staff iccommended that TFS provide doaunentatioa to show the loan
was properly secured.

The term "contribution" does
not include a ton from • Stale or federal depository institution if such loan is made:
• in accordance with applicable banking laws and regulations;
• in the ovduiaiy course of business;
• on a basis which assures repayment, as evidenced by a written instmment; and
• bearing the usual and customary interest me of the lending institution. 2 U.S.C.

ft431(8XAXyii); 11 CPU ftl00.7(bXll).

AssvFsaceofRsfMyineiit Commission regulations stale a loan is considered made on a
basis which assures repayment if the lending institution mating the Ion haa:
• Perfected a security interest in collateral owned by the candidate of political

committee receiving Die loan.
• Obtained a written agreement whereby the candidate or poHtical committee receiving

the loan has pledged future receipts, such as public financing payments.
• If these requirements are not met, the Commission will consider the totality of

circumstances on a case by case basis hi determining whether the loan was made on a
basil which assured repayment 11CFR |fl00.7(bXll) and 100.8(bX12).

On August 2,2002, the Candidate obtained a $101.000 loan from Rut Bank and Tnist
(PUT) which included a $1,000 prepaid finance charge and had a maturity date of August
2,2003. On August 5,2002, the CaiicUdateloai»edTFS $100,000 from the pitx»^ '
this bank loan. Theloan was repaid by TFS with a direct payment to the bank on
December 16,2002, in the amount of $101358, which included $1358 in finance
charges. TFS provided the Audit staff with a copy of the promissory note between the
Candidate and the bank that stales that collateral securing other loans with Lender may
also secure this note; referencing it as "cross-collateralizalion." Further, a business loan
agreement submitted with the promissory note specifies the borrower is granting a
"continuing security interest" in any and all funds the borrower may now or in the future
have on deposit at PBT.
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The km documentation provided neither dncribed the cdltfenl intended to secure this
loan, nor indicitedthat such security itterestliad been perfected. The Candidate's
financial statement, presumably subauttedu part of the s|ipb^ation process, fails to
provide any specific information of other debts owed to FBT which could be subject to
Mcross-collateralizatiori.?t Further, the finandalstatemeM states the borrower has no
accoumsatFBT. Therefore, it is the Audit staffs ophiiontta
Coranission's "assurance of repayment" standard.

At the exit conference, the Audit staff presented this matter to TFS representatives. No
questions or comments were posed by the representatives.

iportatoeoanoriatli
The Audit staff recommended that TFS provide dociimentation to show that the loan was
seemed with collateral mat assures repayment; that the seciirity inteiest in the collateral
had been perfected; antiVor provide any cornments it feels are relevant Such
documentation should have included a oescn t̂ion and vdtiation of the collateral as well
as the balance of all other outstanding debt secured by such collateral.

| Finding 4. BiUa^tcmcnt of Financial Activity |

TFS niissta^iecdpts.disbursemems, and the eixUng cash D^ The
Audit staff recommended that TFS amend its leports to oonect the misstaternents.

Each report must disclose:
• Theamoumofcaihonhaiidatthebeghini^
• The total amount of receipts for the icporting period arid for the calendar year.
• The total amount of disbursements for the reporting period and for the calendar year,

and.
• Certain transactions that require itemization on Schedule A or Schedule B.
2 U.S.C. §§434Q>XD. (2), (3), and (4).

The Audit staff reconciled reported financial activity to bank records for 2002. The
following chsrtoutHnea the disqqp^^
cash balance on December 31,2002. Sijcceedingpaiagrar^ address trie reasons for the
misstatements, most of which occurred during the period after the general election. TFS
representatives indicated that during that period the volume of activity and staff turnover
contributed to lapses in the data entry of some receipt and disbursement transactions.
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•"I

2002 Cumin Activity

ODadu Cub Balance • July 19. 2002
Receipts

^^IvDil^vCniBIKB

Ending Cash Balance • December 31, 2002

Reported
SO

$3379343

$2,760,279

S633,564>

Bank Records
SO

$4.072,919

S3.721.15S

$351,764

DiscmMBcy
SO

$693376
Undersuied

$960876
^JDflBfUHlBfl

$281.800
Overstated

The understatement of receipts was the net result of the following:

Transfer of funds from Joint fundraisers not reported (see Finding 7)
Transfer from joint fundraiser reported mcorrecUy (see Finding 7)
Contributions from political coaunittees not imported (see Fiixting 6)
Deposits which appear not to have been reported (see Finding 5)
Unexplained differences

+ $302,000
- 157300
+ . 134397
-I- 405,713
+ 8.766

$693376

The understatement of disbursements was the net result of the following:

Payments to media vendor not reported 4
Bank Loan Repayments not reported 4
Miscellaneous Operating Expenses not reported H
Disbursements Reported Twice -
Disbursements Reported • Unsupported by Check or Debit
Memo
Reported Void Check
Unexplained Differences ^

S 685,000
301,422

3,006
9,000

15,000

12,834
8.282

S 960,876

TPS misstated the cash balance throughout 2002 because of the errors described above.
In addition, m incorrect cash balance wss carried fc^srd from the 30 Day Post Election
Report to the Yeat End Report which resulted in an overstatement of the cash balance by
$14300. On December 31.2002. the cash balance was understated by $281,800.

At the exit conference, the Audit staff explained ihe niiMtstements and provided
schedules of the reporting discrepancies. TFS representatives stated their intention to
review the spreadsheets provided and expressed a willmgi»eM to file amended reports to
comet these irisstatements.

This ttttl don BM foot; §ee explanation of ending cub balance below.
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Interim AndU Report Recommendation
The Audit Mir recommended that IPS file ameiided reports, by reporting period, to
correct the odsstatements noted tbove, including mended Schedule! A and B'u

Findings. Failure to Itemize Contributions from
Individuals

A sample test of contributions levelled thai TFS did not itemize 15% of the contributions
J? from individuals on Schedules A as required. The Audit staff recommended that TFS file
J7J amended Schedules A. by reporting period, to disclose contributions not previously

itemized.

A. When to Itentae. Authorized omdidaie commiaees mint itemize my contribution
from an individual if it exceeds $200 per election cycle either by itself or when

negated with other contributions from the seme contributor, 2 U.S.C §434(bX3XA).

B. Election Cyck. The election cycle begins on the first day following the date of the
previous general election and ends on the date of the next general election. 11CFR
§100.3(b).

C DtfhUtkBi of Itrmtnfinn. Itemization of contributions received means that the
recipient committee discloses, on a separate schedule, the following information:
• The amount of the contribution;
• The date of receipt (the date the committee received the contribution);
• Trie full name ami address of the contributor,
• In the case of contributions from individual contributors, the contributor's occupation

and the name of his or her employer, and
• Trie dection cycle-to-date total of all contributions from the same contributor. II

CFR §§100.12 and 104J(aX4) and 2 U.S.C. §434(bX3XA) and (B).

nd AneJyada]
Bated on a sample review of contributions from individuals, the Audit staff determined
that TFS did not itemize 13% of inch contributions on Schedules A as required. The
majority of these errors resulted from ccrtributions thai were pah of December 2002
deposits not entered into the database TFS used to file its disclosure reports (See Finding
4, Misstatement of Financial Activity). On October 10. 2003, ITS provided an up-dated
receipts database which included the missing contributions for the month of December
2002.

At the exit conference, the Audit staff presented this matter to TFS representatives who
had no questions or comments at that time. As part of documentation submitted
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subsequent to the exit conference, TFS stated it ii in the praoen of amending ittrepom
to disclose ill omitted individual donors.

The Audit stiff recommended that TFS file amended Schedules A, by reporting period, to
comet the deficiencies noted above.

Findings. Failure to Itemize Contribution* from Political

OTfteftW

O TFS did not itemize 80 contributions totaling $13097 reed ved from political
N1 committees. The Audit stiff recxiniinended that TFS fikiinended. Schedules A

disclosing the contributions not previously itemized.

A. When to Itemise. Aiithorized candidate committees must itemize:
Every contribution from any political committee, regardless of die amount? and
Every transfer from another political party corninittee, regardless of whether the
committees are affiliated. 2 U.S.C. f434(bX3XB) and (D).

B. DefhUtfoiiof Itenuzatkm. Itemizationofcontribiitionsrectivedineansthatthe
recipient committee discloses, on a separate schedule, the following information:
The amount of the contribution;
The date of receipt (the date the committee received the contribution):
Thefullnarneandaddreuofthe(xmDibmor,and
Election cycle-to-date total of all contribution 11CFR
$§100.12 and 104.3(a)(4) and 2 U.S.C. $434(b)(3XA) and (B).

Faeta and Analjala
A review of all contributions received from political committees identified 80
contributions totaling $134,397 which were not itemized on Schedules A of disclosure
reports filed by TFS. Similar to Contributions from Individuals discussed above, the
majority of these errors resulted from contributions that were part of December 2002
deposits not entered into the database T?S used to fiteiu disclosure ivpoits (See Fmding
4, MJastatement of Financial Activity).

At the exit conference, the Audit staff provided TFS representatives with a schedule of
thepotiticdcooiiratteettmtributioro
review the spreadsheets provided and make appropriate changes to TFS reports.

Interim Audit Report Recommendation
The Audit staff recommended that TFS file amended Schedules A, by reporting period,
disclosing the contributions not previously itemized.
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I Finding 7* Disclosure of Proceeds front Joint Fundndsing
[Activity

TFS failed to properly ditdote the receipt of net proceed! from joint fundniiing activity
with LnrisfM Victory 2002 Fund and Terrell Victory Committee. The Audit stiff
recommended that TTO file amended report! to comedy disclose these receipts.

Legal Standard
A. ItsistatlmiorCortribiillaM Participating

y political committees must report joint rundraising proceeds in accordance with 11CFR
° 102.17(cX8) when such funds are received from the fimdraismg representative. 11 CFR
N' S102.l7(cX3)Gii).**»i

.7| Es^ participating poh'ticiicoii^
m, from die fundraisiiig representativie and must also file a memo Schedule A itemizing its
*y share of gross recdpttu contribution from die original coatribaton to the extent
O required under 11 CFR 1043<i). 11 CFR 5102.17(cX8XiXB).
oo
r%' FavetS) sttad Aasdysds

Tlie Audit staff determined that IPS received a total of $420,500 miiet proceeds from
joint fundraiamg activity; $396,000 from the LoiUsiana Victory 2002 Fund and $24.500
from the Terrell Victory Committee. Our review of these transfers noted the following:

• TFS did nrt report nor itenuzetxaiisfmtot^
2002 Fund and $7,000 received from Terrell Victory Qxmratfteeca Schedule A, line
12tTnnsfen from Other Authorized Coirmiitteei, as teq (See Finding 4)

• TFSinconecdydisck)sedtheaiiioiimofatifiisferre
Committee as $175,000, when the actual amount of the transfer was $17.500,
overstating reported receipts by $157.500. (See Finding 4)

• TFS did not itemize its share of the gross tecdpu u contributic« from the origintl
contributors as required on memo Sd»ediilesAforanyofthe$420^00intiinsfenof
joint rundraising proceeds. IPS records did not contain this information. During
fieUwork, ITS obtained the information from both of the joint fimdraising
committees.

At the exit conference, the Audit staff provided TFS representatives a schedule of the
cmuttedtransfen from joint fuiu^ TFS representatives stated
thdr intention to review the spreadsheets provided snd expressed a willingness to file
amended reports to correctly report its activity.

Interim Audit Report Reoommemli
The Audit staff recommended that TFS file amended Schedules A to disclose the receipt
of net fimdraising proceeds, along with the required memo entries.
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Disclosure of Occupation ft̂ il Name of
Bmploycr

TPS did not adequately disclose occupation and/or name of employer information for
1.173 contribution! from individuals totaling $812,585. Li addition, IPS did not
demonstrate best effort to obtain, maintain and sulmrft the information. The Audit staff
recommended that IPS either provide documentation that demonstrates best efforts were
made fo obtain the missing information or contact each contributor lacking the
information, submit evidence of such contact, and disclose any information received in
amended reports.

A. Required Infonnation for COatrlbatiow Far each itemized
contribution from an individual, the committee must provide the contributor's occupation
andthenameofhiaorheremployer. 2U.S.C{431(13)and 11CFRM100.12.

B. Best Efforts Ensures Compliance. When the treasurer of a political committee
shows that the committee used best efforts (see bdow) to obtam, maintain, and submit
the infbnnation required by the Act, the committee's lepoitt and fecords will be
considered in compliance with the ACL 2 U.S.C. {43200(2X0.

C Definition ef Best Efforts. The treastntr and ow committee will be considered to
have used "best efforts" if the committee satisfied aU of the following criteria:
• All written solicitations for contributions included:

o A clear request for the contributor's full name, mailing address, occupation.
and name of employer; and

o A ststemem that such teporting is nxjiiiied by Federal law.
• Within 30 days after the receipt of the contribution, the treasurer made at least one

effort to obtain the missing information, hi either a written request or a documented
oral request.

• The tteasuiern^xxted any contributor inftmnat^
provided by the contributor, was obtained in a foltownipcoininumcation or was
contafoed in the committee's records or in DTOT
during the same two-year election cycle. 11 CFR $104.7(b).

The Audit staff reviewed all contributions from individuals itemized on Schedules A of
TRS disclosure reports, which were in an amount or aggregate greater than $200 for
adequate disclosure of occupation and/or name of employer. The review identified 1,173
contributions from 939 contributors, totaling $812,585, that did not have an occupation
and/or name of employer disclosed properly. Of the 1.173 errors identified, 1,080
(92.07%) were blank, disclosed as "N/A" or -Information Requested." The remaining
errors (7.93%) consisted of incomplete disclosures (for example, an employer was
disclosed but no occupation). It was noted that TFS soliciiation devices property
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contained a noueit for oram^ Howew, the records
provided to the Audit tuff did IMC contain my follow-up requests for the missing
contributor information. As such. TFS does not appear to have made **best efforts'* to
obtain, maintain and report occupation and name of employer information,
At the exit conference, the Audit staff provktedTTCn^reaentatives with a schedule of
the individuals for which oocupadonanoVbr name of enmloyer was not properly .
disclosed. TFS representatives staled they would review the spreadsheetf provided and
would fife amended reports to correctly report this activity.

The Audit staff recommended that TES take the following action:
• Provide documentation such aa phone logs, returned contributor letters, completed

contributor contact information aheets or ciherniaterials which demonstrated that best
efforts were made 10 obtain, maintain, and submit the required disclosure
information; or

• Abaem such a deincflStratiOTf TFS should have ro
individuals for whom required hiformation is missing or incomplete, provided
documentation of such contacts (such as copies of lenWstotheeontribiiiofaandAir
phone logs), and amended its reports to disclose any irfomation obtained from those

I Finding 9. Failure to Ffle 48-Hoar Notice*

TFS failed to file 48-hour notices for 77 contributions totaling $106,100. The Audit staff
I that TFS provide evidence that 48-hour notices were timely filed.

Legal Standard
Uu^MmoteCoiitribiitkMia(48-HoorNotiee). (^mpaig^coinmittees must file special
notices regarding contributions of $1,000 or more received less than 20 days but more
than 48 hours before any election hi which the candidate is running. This rule applies to
all types tfcmuritatim to any authorized cc^ 11CFR

PAOU and Analyvte
The Audit staff reviewed those contributions of $1,000 or more that were received during
the 48-hour notice filing period for the primary, general and nmoff elections. TFS failed
to file 48-hour notices for 77 contributions totaling $106, 100 as summarized on the next
page.
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Election Type
Primary
Qenenl
Runoff

48 Hoar Notfcea Not Filed

Number of Notices
I
6
70

77

Total
$1.000
$6.000
$99,100

$106.100

LTl
o

At the exit conference,-TPS was provided a ichedute of the 48-hour noticet not filed.
TFS repicsentativei ttated they -would review the spreadsheets and provide additional
docmnentflb'on Ait would reduce the number of enors.

Interim Aodtt Report Recommeiid
The Audit staff lecomroeiided that TFS provide evidence that 48-hour notices were
timely filed or submit any written comments it considers relevant

O


